§2520.103-11

Employee Benefit Plan’ as to the for-
mat requirement for the schedules re-
ferred to in paragraphs (b)(1), (b)(2) or
(b)(6) of this section.

[656 FR 21083, Apr. 19, 2000]

§2520.103-11 Assets held for invest-
ment purposes.

(a) General. For purposes of preparing
the schedule of assets held for invest-
ment purposes described in §2520.103-
10(b)(1) and (2), assets held for invest-
ment purposes include those assets de-
scribed in paragraph (b) of this section.

(b) Definitions. (1) Assets held for in-
vestment purposes shall include:

(i) Any investment asset held by the
plan on the last day of the plan year;
and

(ii) Any investment asset which was
purchased at any time during the plan
year and was sold at any time before
the last day of the plan year, except as
provided by paragraphs (b)(2) and (b)(3)
of this section.

(2) Assets held for investment pur-
poses shall not include any investment
which was not held by the plan on the
last day of the plan year for which the
annual report is filed if that invest-
ment falls within any of the following
categories:

(i) Debt obligations of the United
States or any agency of the United
States;

(ii) Interests issued by a company
registered under the Investment Com-
pany Act of 1940;

(iii) Bank certificates of deposit with
a maturity of not more than one year;

(iv) Commerical paper with a matu-
rity of not more than nine months if it
is ranked in the highest rating cat-
egory by at least two nationally recog-
nized statistical rating services and is
issued by a company required to file re-
ports with the Securities and Exchange
Commission under section 13 of the Se-
curities Exchange Act of 1934;

(v) Participations in a bank common
or collective trust;

(vi) Participations in an insurance
company pooled separate account;

(vii) Securities purchased from a per-
son registered as a broker-dealer under
the Securities Exchange Act of 1934 and
listed on a national securities exchange
registered under section 6 of the Secu-
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rities Exchange Act of 1934 or quoted
on NASDAQ;

(3) Assets held for investment pur-
poses shall not include any investment
which was not held by the plan on the
last day of the plan year for which the
annual report is filed if that invest-
ment is reported on the annual report
of that same plan in any of the fol-
lowing:

(i) The schedule of each transaction
involving a person known to be a party
in interest required by section
103(b)(3)(D) of the Act and §2520.103-
10(b)(3);

(ii) The schedule of loans or fixed in-
come obligations in default required by
section 103(b)(3)(E) of the Act and
§2520.103-10(b)(4);

(iii) The schedule of leases in default
or classified as uncollectible required
by section 103(b)(3)(F') of the Act and
§2520.103-10(b)(5); or

(iv) The schedule of reportable trans-
actions required by section 103(b)(3)(H)
of the Act and §2520.103-10(b)(6).

(c) Examples. (1) On February 1, 1977,
plan N purchases an interest in reg-
istered investment company F (fund
F). Fund F is not a party in interest
with respect to plan N. On November 1,
1977, plan N sells this interest in fund F
and purchases 1,000 shares of stock S,
which the plan holds for the rest of the
plan year. Plan N must include in its
schedule of assets held for investment
purposes the 1,000 shares of stock S
under paragraph (b)(1) of this section,
but need not include the interest in
fund F because of paragraph (b)(2)(ii) of
this section.

(2) On February 1, 1977, plan N pur-
chases a parcel of real estate from Mr.
M, who is not a party in interest with
respect to plan N. On November 1, 1977,
plan N sells the parcel of real estate for
cash to Mr. X, who is not a party in in-
terest with respect to plan N. Plan N
uses the cash from this transaction to
purchase a 1-year certificate of deposit
in bank B, which it holds until matu-
rity in 1978. Plan N must include in its
schedule of assets held for investment
purposes the 1-year certificate of de-
posit in bank B under paragraph
(b)(1)(A) of this section, and must also
include the parcel of real estate under
paragraph (b)(1)(ii) of this section.

436



Pension and Welfare Benefits Admin., Labor

(d) Special rule for certain participant-
directed transactions. Cost information
may be omitted from the schedule of
assets held for investment purposes for
assets described in paragraphs (b)(1)()
and (b)(1)(ii) of this section only with
respect to participant or beneficiary
directed transactions under an indi-
vidual account plan. For purposes of
this section only, a transaction will be
considered directed by a participant or
beneficiary if it has been authorized by
such participant or beneficiary.

[43 FR 10140, Mar. 10, 1978, as amended at 65
FR 21083, Apr. 19, 2000]

§2520.103-12 Limited exemption and
alternative method of compliance
for annual reporting of investments
in certain entities.

(a) This section prescribes an exemp-
tion from and alternative method of
compliance with the annual reporting
requirements of part 1 of title I of
ERISA for employee benefit plans
whose assets are invested in certain en-
tities described in paragraph (c). A plan
utilizing this method of reporting shall
include as part of its annual report the
current value of its investment or
units of participation in the entity in
the manner prescribed by the Return/
Report Form and the instructions
thereto. The plan is not required to in-
clude in its annual report any informa-
tion regarding the underlying assets or
individual transactions of the entity,
provided the information described in
paragraph (b) regarding the entity is
reported directly to the Department on
behalf of the plan administrator on or
before the filing due date for the entity
in accordance with the instructions to
the Form 5500 Annual Return/Report.
The information described in para-
graph (b), however, shall be considered
as part of the annual report for pur-
poses of the requirements of section
104(a)(1) of the Act and §§2520.104a-5
and 2520.104a-6.

(b) The following information must
be filed regarding the entity described
in paragraph (c) of this section:

(1) A Form 5500 ‘““‘Annual Return/Re-
port of Employee Benefit Plan’ and
any statements or schedules required
to be attached to the form for such en-
tity, completed in accordance with the
instructions for the form, including
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Schedule A (Insurance Information),
Schedule C (Service Provider Informa-
tion), Schedule D (DFE/Participating
Plan Information), Schedule G (Finan-
cial Transaction Schedules), Schedule
H (Financial Information), and the
schedules described in §2520.103-10(b)(1)
and (b)(2). See the instructions for this
form. The information reported shall
be for the fiscal year of such entity
ending with or within the plan year for
which the annual report of the plan is
made.

(2) A report of an independent quali-
fied public accountant regarding the fi-
nancial statements and schedules de-
scribed in paragraph (b)(1) of this sec-
tion which meets the requirements of
§2520.103-1(b)(5).

(c) This method of reporting is avail-
able to any employee benefit plan
which has invested in an entity the as-
sets of which are deemed to include
plan assets under §2510.3-101, provided
the entity holds the assets of two or
more plans which are not members of a
“‘related group” of employee benefit
plans as that term is defined in para-
graph (e) of this section. The method of
reporting is not available for invest-
ments in an insurance company pooled
separate account or a common or col-
lective trust maintained by a bank,
trust company, or similar institution.

(d) The examination and report of an
independent qualified public account-
ant required by §2520.103-1 for a plan
utilizing the method of reporting de-
scribed in this section need not extend
to any information concerning an enti-
ty which is reported directly to the De-
partment under paragraph (b) of this
section.

(e) A ‘‘related group’” of employee
benefit plans consists of every group of
two or more employee benefit plans—

(1) Each of which receives 10 percent
or more of its aggregate contributions
from the same employer or from mem-
bers of the same controlled group of
corporations (as determined under sec-
tion 1563(a) of the Internal Revenue
Code, without regard to section
1563(a)(4) thereof); or

(2) Each of which is either main-
tained by, or maintained pursuant to a
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